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sales of real or personal property, over-
payments, penalties, damages, interest, 
fines and forfeitures (except those aris-
ing under the Uniform Code of Military 
Justice), and all other similar sources. 

Debt collection center means the De-
partment of the Treasury or other Gov-
ernment agency or division designated 
by the Secretary of the Treasury with 
authority to collect debts on behalf of 
creditor agencies in accordance with 31 
U.S.C. 3711(g). 

Disposable pay means that part of 
current basic pay, special pay, incen-
tive pay, retired pay, retainer pay, or 
in the case of an employee not entitled 
to basic pay, other authorized pay re-
maining after the deduction of any 
amount required by law to be withheld 
(other than deductions to execute gar-
nishment orders in accordance with 
parts 581 and 582 of this chapter). 
Among the legally required deductions 
that must be applied first to determine 
disposable pay are levies pursuant to 
the Internal Revenue Code (title 26, 
United States Code) and deductions de-
scribed in § 581.105(b) through (f) of this 
chapter. 

Employee means a current employee 
of an agency, including a current mem-
ber of the Armed Forces or a Reserve of 
the Armed Forces (Reserves). 

FCCS means the Federal Claims Col-
lection Standards published in 4 CFR 
parts 101 through 105. 

Paying agency means the agency em-
ploying the individual and authorizing 
the payment of his or her current pay. 

Salary offset means an administrative 
offset to collect a debt under 5 U.S.C. 
5514 by deduction(s) at one or more of-
ficially established pay intervals from 
the current pay account of an em-
ployee without his or her consent. 

Waiver means the cancellation, re-
mission, forgiveness, or non-recovery 
of a debt allegedly owed by an em-
ployee to an agency as permitted or re-
quired by 5 U.S.C. 5584, 10 U.S.C. 2774, 
or 32 U.S.C. 716, 5 U.S.C. 8346(b), or any 
other law. 

[49 FR 27472, July 3, 1984, as amended at 51 
FR 16670, May 6, 1986; 63 FR 72100, Dec. 31, 
1998] 

§ 550.1104 Agency regulations. 
Under this subpart and 5 U.S.C. 5514, 

each creditor agency must issue regu-

lations, subject to approval by the Of-
fice of Personnel Management (OPM), 
governing the collection of a debt by 
salary offset. Each agency is respon-
sible for assuring that the regulations 
governing collection of internal debts 
are uniformly and consistently applied 
to all its employees. Agency regula-
tions issued under authority of 5 U.S.C. 
5514 must contain the following min-
imum provisions: 

(a) Applicability or scope. Indicate 
whether regulations cover internal or 
Government-wide collections under 5 
U.S.C. 5514, or both. 

(b) Entitlement to notice, hearing, writ-
ten responses and decisions. Identify 
when the employee is entitled to no-
tice, when hearings will be offered, 
when the employee is entitled to a re-
sponse or decision after exercising his 
or her rights under § 5514 and this sub-
part, and if the hearing official’s deci-
sion is not in the employee’s favor or 
the employee chooses not to request a 
hearing, what other rights and rem-
edies are available under the statutes 
or regulations governing the program 
that requires the collection to be made. 
Except as provided in paragraph (c) of 
this section, each employee from whom 
the creditor agency proposes to collect 
a debt under this subpart is entitled to 
receive from the creditor agency— 

(1) A written notice as described in 
paragraph (d) of this section; 

(2) The opportunity to petition for a 
hearing and, if a hearing is given, to re-
ceive a written decision from the offi-
cial holding the hearing on the fol-
lowing issues: 

(i) The determination of the creditor 
agency concerning the existence or 
amount of the debt; and 

(ii) The repayment schedule, if it was 
not established by written agreement 
between the employee and the creditor 
agency. 

(c) Exception to entitlement to notice, 
hearing, written responses, and final deci-
sions. In regulations covering internal 
collections, an agency must except 
from the provisions of paragraph (b) of 
this section— 

(1) Any adjustment to pay arising out 
of an employee’s election of coverage 
or a change in coverage under a Fed-
eral benefits program requiring peri-
odic deductions from pay, if the 

VerDate Aug<04>2004 11:03 Jan 27, 2005 Jkt 205008 PO 00000 Frm 00558 Fmt 8010 Sfmt 8002 Y:\SGML\205008T.XXX 205008T



559 

Office of Personnel Management § 550.1104 

amount to be recovered was accumu-
lated over 4 pay periods or less; 

(2) A routine intra-agency adjust-
ment of pay that is made to correct an 
overpayment of pay attributable to 
clerical or administrative errors or 
delays in processing pay documents, if 
the overpayment occurred within the 4 
pay periods preceding the adjustment 
and, at the time of such adjustment, or 
as soon thereafter as practical, the in-
dividual is provided written notice of 
the nature and the amount of the ad-
justment and point of contact for con-
testing such adjustment; or 

(3) Any adjustment to collect a debt 
amounting to $50 or less, if, at the time 
of such adjustment, or as soon there-
after as practical, the individual is pro-
vided written notice of the nature and 
the amount of the adjustment and a 
point of contact for contesting such ad-
justment. 

(d) Notification before deductions begin. 
Provide for notification before deduc-
tions begin. Except as provided in para-
graph (c) of this section, deductions 
under the authority of 5 U.S.C. 5514 
must not be made unless the head of 
the creditor agency (or authorized des-
ignee) provides the employee at least 
30 days before any deduction, written 
notice stating at a minimum: 

(1) The creditor agency’s determina-
tion that a debt is owed, including the 
origin, nature, and amount of that 
debt; 

(2) The creditor agency’s intention to 
collect the debt by means of deduction 
from the employee’s current disposable 
pay account; 

(3) The frequency and amount of the 
intended deduction (stated as a fixed 
dollar amount or as a percentage of 
pay, not to exceed 15 percent of dispos-
able pay) and the intention to continue 
the deductions until the debt is paid in 
full or otherwise resolved; 

(4) An explanation of the creditor 
agency’s policy concerning interest, 
penalties, and administrative costs, in-
cluding a statement that such assess-
ments must be made unless excused in 
accordance with the FCCS as defined in 
§ 550.1103; 

(5) The employee’s right to inspect 
and copy Government records relating 
to the debt or, if employee or his or her 
representative cannot personally in-

spect the records, to request and re-
ceive a copy of such records; 

(6) If not previously provided, the op-
portunity (under terms agreeable to 
the creditor agency) to establish a 
schedule for the voluntary repayment 
of the debt or to enter into a written 
agreement to establish a schedule for 
repayment of the debt in lieu of offset. 
The agreement must be in writing, 
signed by both the employee and the 
creditor agency; and documented in the 
creditor agency’s files (see the FCCS); 

(7) The employee’s right to a hearing 
conducted by an official arranged by 
the creditor agency (an administrative 
law judge, or alternatively, a hearing 
official not under the control of the 
head of the agency) if a petition is filed 
as prescribed by the creditor agency; 

(8) The method and time period for 
petitioning for a hearing; 

(9) That the timely filing of a peti-
tion for hearing will stay the com-
mencement of collection proceedings; 

(10) That a final decision on the hear-
ing (if one is requested) will be issued 
at the earliest practical date, but not 
later than 60 days after the filing of the 
petition requesting the hearing unless 
the employee requests and the hearing 
official grants a delay in the pro-
ceedings; 

(11) That any knowingly false or friv-
olous statements, representations, or 
evidence may subject the employee to: 

(i) Disciplinary procedures appro-
priate under chapter 75 of title 5, 
United States Code, part 752 of title 5, 
Code of Federal Regulations, or any 
other applicable statutes or regula-
tions; 

(ii) Penalties under the False Claims 
Act, §§ 3729–3731 of title 31, United 
States Code, or any other applicable 
statutory authority; or 

(iii) Criminal penalties under §§ 286, 
287, 1001, and 1002 of title 18, United 
States Code or any other applicable 
statutory authority. 

(12) Any other rights and remedies 
available to the employee under stat-
utes or regulations governing the pro-
gram for which the collection is being 
made; and 

(13) Unless there are applicable con-
tractual or statutory provisions to the 
contrary, that amounts paid on or de-
ducted for the debt which are later 
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waived or found not owed to the United 
States will be promptly refunded to the 
employee. 

(e) Petitions for hearing. (1) Prescribe 
the method and time period for peti-
tioning for a hearing. Ordinarily, a 
hearing may be requested by filing a 
written petition addressed to the ap-
propriate creditor agency official stat-
ing why the employee believes the de-
termination of the creditor agency con-
cerning the existence or amount of the 
debt is in error. 

(2) The employee’s petition or state-
ment must be signed by the employee 
and fully identify and explain with rea-
sonable specificity all the facts, evi-
dence and witnesses, if any, which the 
employee believes support his or her 
position. 

(f) Petitions for hearing made after time 
expires. Prescribe the action to be 
taken on a petition for hearing made 
after the expiration of the period pro-
vided in the notice described in para-
graph (d) of this section. Ordinarily a 
creditor agency should accept requests 
if the employee can show that the 
delay was because of circumstances be-
yond his or her control or because of 
failure to receive notice of the time 
limit (unless otherwise aware of it). 

(g) Form of hearings, written responses, 
and final decisions. (1) Define the form 
and content of hearings, written re-
sponses, and written decisions to be 
provided when the employee exercises 
his or her rights under § 5514 and this 
subpart. 

(2) The form and content of hearings 
granted under this subpart will depend 
on the nature of the transactions giv-
ing rise to the debts included within 
each debt collection program. Agencies 
should refer to the FCCS for informa-
tion on hearing form and content. 

(3) Written decisions provided after a 
request for hearing must, at a min-
imum, state the facts purported to evi-
dence the nature and origin of the al-
leged debt; the hearing official’s anal-
ysis, findings and conclusions, in light 
of the hearing, as to the employee’s 
and/or creditor agency’s grounds, the 
amount and validity of the alleged debt 
and, where applicable, the repayment 
schedule. 

(h) Method and source of deductions. 
Identify the method and source of de-

ductions. At a minimum, agency regu-
lations must identify the method of 
collection as salary offset and the 
source of deductions as current dispos-
able pay, except as provided in para-
graphs (l) and (m) of this section. 

(i) Limitation on amount of deductions. 
Prescribe the limitations on the 
amount of the deduction. Ordinarily, 
the size of installment deductions must 
bear a reasonable relationship to the 
size of the debt and the employee’s 
ability to pay (see the FCCS). However, 
the amount deducted for any period 
must not exceed 15 percent of the dis-
posable pay from which the deduction 
is made, unless the employee has 
agreed in writing to the deduction of a 
greater amount. 

(j) Duration of deductions. Prescribe 
the duration of deductions. Ordinarily, 
debts must be collected in one lump- 
sum where possible. However, if the 
employee is financially unable to pay 
in one lump-sum or the amount of the 
debt exceeds 15 percent of disposable 
pay for an officially established pay in-
terval, collection must be made in in-
stallments. Such installment deduc-
tions must be made over a period not 
greater than the anticipated period of 
active duty or employment, as the case 
may be, except as provided in para-
graphs (l) and (m) of this section. 

(k) When deductions may begin. Pre-
scribe when deductions will be sched-
uled to begin in internal agency collec-
tions. 

(l) Liquidation from final check. Pro-
vide for offset under 31 U.S.C. 3716, if 
the employee retires or resigns or if his 
or her employment or period of active 
duty ends before collection of the debt 
is completed, from subsequent pay-
ments of any nature (e.g., final salary 
payment, lump-sum leave, etc.) due the 
employee from the paying agency as of 
the date of separation to the extent 
necessary to liquidate the debt. 

(m) Recovery from other payments due 
a separated employee Provide for offset 
under 31 U.S.C. 3716 from later pay-
ments of any kind due the former em-
ployee from the United States, where 
appropriate, if the debt cannot be liq-
uidated by offset from any final pay-
ment due the former employee as of 
the date of separation. (See the FCCS.) 
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(n) Interest, penalties, and administra-
tive costs. Provide for the assessment of 
interest, penalties, and administrative 
costs on debts being collected under 
this subpart. These charges and the 
waiving of them must be prescribed in 
accordance with the FCCS. 

(o) Non-waiver of rights by payments. 
Provide that an employee’s involun-
tary payment, of all or any portion of 
a debt being collected under 5 U.S.C. 
5514 must not be construed as a waiver 
of any rights which the employee may 
have under 5 U.S.C. 5514 or any other 
provision of contract or law, unless 
there are statutory or contractual pro-
visions to the contrary. 

(p) Refunds. (1) Provide for promptly 
refunding to the appropriate party, 
amounts paid or deducted under this 
subpart when— 

(i) A debt is waived or otherwise 
found not owing to the United States 
(unless expressly prohibited by statute 
or regulation); or 

(ii) The employee’s paying agency is 
directed by an administrative or judi-
cial order to refund amounts deducted 
from his or her current pay. 

(2) Refunds do not bear interest un-
less required or permitted by law or 
contract. 

[33 FR 12458, Sept. 4, 1968, as amended at 63 
FR 72100, Dec. 31, 1998; 64 FR 69180, Dec. 10, 
1999] 

§ 550.1105 Review and approval of 
agency regulations. 

(a) Initial OPM review of agency regu-
lations. (1) Creditor agencies must sub-
mit regulations to the Office of Per-
sonnel Management (OPM) for review 
in accordance with 5 U.S.C. 5514 and 
this subpart prior to publication of 
final regulations or prior to implemen-
tation, if intragency collection proce-
dures are not published. Submissions 
must be for agency-wide and/or Govern-
ment-wide collections. 

(2) Creditor agency regulations must 
contain all provisions specified in 
§ 550.1104. If agency regulations are in-
complete, OPM will return them with 
information as to what must be done to 
obtain approval. 

(b) Proposed changes in salary offset 
regulations. If a creditor agency pro-
poses significant changes in the regula-
tions covering provisions specified in 

§ 550.1104, the proposed revisions must 
be submitted to OPM for review and 
approval prior to implementation. 

(c) Supplemental regulations. When a 
creditor agency has issued approved 
regulations covering the provisions 
specified in § 550.1104, the agency may 
issue any supplemental regulations or 
instructions, consistent with its ap-
proved regulations, which are nec-
essary for solely internal operations, 
without prior OPM approval. 

§ 550.1106 Time limit on collection of 
debts. 

Under the FCCS as defined in 
§ 550.1103, agencies may not initiate off-
set to collect a debt more than 10 years 
after the Government’s right to collect 
the debt first accrued, with certain ex-
ceptions explained in that paragraph. 

[51 FR 21325, June 12, 1986, as amended at 63 
FR 72100, Dec. 31, 1998] 

§ 550.1107 Obtaining the services of a 
hearing official. 

(a) When the debtor does not work 
for the creditor agency and the cred-
itor agency cannot provide a prompt 
and appropriate hearing before an ad-
ministrative law judge or before a 
hearing official furnished pursuant to 
another lawful arrangement, the cred-
itor agency may contact an agent of 
the paying agency designated in appen-
dix A of part 581 of this chapter to ar-
range for a hearing official, and the 
paying agency must then cooperate as 
provided by the FCCS as defined in 
§ 550.1103 and provide a hearing official. 

(b) When the debtor works for the 
creditor agency, the creditor agency 
may contact any agent (of another 
agency) designated in appendix A of 
part 581 of this chapter to arrange for a 
hearing official. Agencies must then 
cooperate as required by the FCCS and 
provide a hearing official. 

(c) The determination of a hearing 
official designated under this section is 
considered to be an official certifi-
cation regarding the existence and 
amount of the debt for purposes of exe-
cuting salary offset under 5 U.S.C. 5514. 
A creditor agency may make a certifi-
cation to the Secretary of the Treasury 
under § 550.1108 or a paying agency 
under § 550.1109 regarding the existence 
and amount of the debt based on the 
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